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L  he  Cmpatw 


^rVii  ied  Stores  Corporation  is  one  of  America's  largest  retailing  organizations,  operating 
665  stores  located  in  46  states,  the  District  of  Columbia  and  Japan,  with  a  total  of 
37,685,000  square  feet  of  gross  store  space.  Total  sales  during  the  year  ended  February  1, 
1986  were  $4. 1  billion.  "  C-he  store  divisions,  a  listing  of  which  appears  on 

page  27.  form  a  dynamic  and  diverse  retailing  network.  The  17  department  store  divisions, 
stretching  from  New  England  to  Texas,  from  the  Atlantic  to  the  Pacific,  are  steeped  in  the 
history  and  traditions  of  their  respective  communities.  The  7  specialty  store  divisions,  several 
of  which  are  fashion  trend-setters  in  high-quality  apparel,  have  for  the  most  part  a  more 
national  character.  Allied  operates  6  regional  shopping  centers,  5  of  which  are  owned,  in  the 
states  of  Washington,  Massachusetts  and  New  Jersey.  ‘  L  he  retailing  operations 

are  supported  by  four  important  subsidiaries  of  the  Corporation.  Allied  Stores  Marketing 
Corp.  and  Allied  Stores  International,  Inc.  provide  merchandising  research  and  information 
and  act  as  merchandising  consultants  to  the  stores.  Specialized  staffs  in  the  New  York  central 
office  provide  support  in  the  areas  of  finance,  taxes,  insurance,  electronic  data  processing, 
real  eigete  and  store  construction,  and  lend  guidance  to  the  stores  in  such  areas  as  accounting 
systems  and  methods,  sales  promotion,  consumer  credit,  personnel,  and  legal  and  govern¬ 
mental  affairs.  _r\.lstores  Realty  Corporation  owns  a  substantial  percentage  of  the 

properties  occupied  by  the  stores.  *  Allied  Stores  Credit  Corporation  purchases 
revolving  credit  and  instalment  accounts  from  the  merchandising  divisions  and  obtains 
short-term  financing  through  the  issuance  of  commercial  paper  and  the  use  of  bank  lines. 


Contents 

1  Financial  Highlights 

2  To  Our  Stockholders 

4  Our  Game  Plan  for  Growth 

14  Management’s  Discussion  and  Financial  Review  .-  • 

1 6  Quarterly  Financial  Information 

17  Consolidated  Financial  Statements 
25  Management’s  Report 

25  Accountants’  Report 

26  Condensed  Financial  Statements  of  Credit  and  Real  Estate  Subsidiaries 

27  The  Allied  Stores  Divisions 
"28  Directors  and  Officers 

29  General  Stockholder  Information 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


Allied  Stores  Corporation  and  Subsidiaries 


0 -financial  Qffiighlights 


Dollars  in  millions  except  per  share  amounts 

1985 

1984 

1983 

1982 

1981 

Operating  Results 

Net  sales 

$4,135 

S3. 970 

S3. 676 

S3. 216 

$2,733 

Net  earnings 

159 

141 

128 

91 

88 

Per  Share  of  Common  Stock 

Net  carnings-priniary 

$  3.70 

S  3.36 

S  3.07 

S  2.20 

S  2.19 

Net  carnings-fully  diluted 

3.21 

2.99 

2.80 

2.16 

2.17 

Dividends  paid 

1.07 

1.00 

.925 

.90 

.875 

Equity  at  year  end 

27.30 

25.35 

23.00 

20.84 

19.72 

Financial  Position 

Working  capital 

$  972 

S  884 

S  770 

S  718 

S  476 

Total  assets 

2,772 

2,676 

2.530 

2.283 

2.179 

Short-term  notes  payable 

23 

65 

99 

33 

230 

Long-term  debt 

664 

753 

756 

791 

605 

Stockholders'  equity 

1,258 

1 .063 

964 

868 

798 

Ratios 

Net  earnings  to  net  sales 

3.85% 

3.54% 

3.49% 

2.82% 

3.23  % 

Return  on  stockholders’  equity 
at  beginning  of  year 

15.0% 

14.6% 

14.8% 

1 1 .4% 

1 1 .9% 

Capitalization 

Long-term  debt 

34.5% 

41.5% 

44.0% 

47.7% 

43.1% 

Stockholders'  equity 

65.5% 

58.5% 

56.0% 

52.3% 

56.9% 

Stores 

Number  at  year  end 

665 

597 

570 

533 

512 

Gross  square  feet  in  thousands 

37,685 

36.945 

37.102 

36.386 

36.291 

All  per  share  data  reflects  the  2-for-l  stock  split  on  March  20, 1986. 


Net  Sales  Net  Earnings  Earnings  Per  Share 

Dollars  in  billions  Dollars  in  millions 


■  Primary 

■  Fully  Diluted 
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'  C  v  &ur  III  lock/ hi  by 


he  year  1985  was  one  of  new  records  in  sales  and  earnings  for  Allied 
Stores  Corporation. 

OCales  for  the  52-week  1985  fiscal  year  were  $4. 1  billion,  an  increase  of  4. 1% 
from  the  $4.0  billion  in  the  53-week  1984  year.  The  sales  increase  in  1985  from  an  equivalent 
52-week  1984  year  would  have  been  5.2%  or  2.6%  on  a  comparable  store  basis.  Net  eamings 
amounted  to  $159.3  million,  compared  with  $140.7  million  earned  a  year  ago,  and  primary 
eamings  per  share  were  equal  to  $3.70  versus  $3.36  in  1984.  On  a  fully  diluted  basis, 
eamings  per  share  were  $3.21  and  $2.99  in  the  respective  years.  All  per  share  amounts  are 
adjusted  for  the  recent  2-for-l  stock  split. 

amings  in  both  years  were  affected  by  non-recurring  items.  The  sale  of  our 
leasehold  interest  in  the  Southcenter  Shopping  Center  in  Tukwila,  Washington  for  $35  million 
resulted  in  a  large  gain  in  1985,  which  was  partially  offset  by  a  one-time  charge  for  the 
consolidation  of  operating  divisions  and  store  closings.  On  a  net  basis,  the  gain  was  $0.40  per 
share  on  a  primary  basis  in  1985.  Net  eamings  in  the  preceding  year  included  a  capital  gain 
realized  from  the  sale  of  real  estate  equal  to  $0. 14  per  share  primary.  On  a  fully  diluted  basis, 
the  non-recurring  items  were  $0.33  per  share  in  1985  and  $0. 12  per  share  in  1984.  Before 
these  non-recurring  items,  net  eamings  in  1985  were  at  an  all-time  high. 

cThe  improvement  in  eamings  is  being  shared  with  our  stockholders.  The  Board 
of  Directors  increased  the  dividend  to  an  annual  rate  of  $1.06  per  share  in  April  1985,  from 
$1.00,  and  to  $1.10  per  share  in  January  1986  and  to  $1. 16  per  share  in  April  1986,  the  April 
payment  representing  our  15th  increase  since  1975.  This  reflects  our  continued  policy  of 
raising  our  dividend  as  eamings  grow. 

i  onsumer  spending  was  restrained  through  much  of  the  year,  creating  an 
environment  that  encouraged  intensified  promotional  activity  throughout  the  industry. 
Retailers  that  have  emphasized  strong  presentations  in  moderate  and  better  merchandise  lines 
have  fared  better  than  those  serving  lower-income  customers,  which  reinforces  our 
commitment  to  a  merchandising  program  to  provide  our  customers  with  higher-quality,  more 
fashionable  merchandise. 

(This  upscale  focus  is  an  important  element  of  our  Game  Plan,  as  is  expanding 
your  Company  through  advantageous  acquisitions,  of  which  there  were  three  last  year.  In 
July,  six  Powers  department  stores  located  in  the  Minneapolis  trade  area  were  acquired  and 
were  merged  into  our  Donaldson’s  division.  Earlier  in  the  year.  Clothes  for  Eve,  a  six-store, 
Los  Angeles-based  large-size  women’s  apparel  business,  was  acquired  and  became  part  of 
our  Catherine^  division.  The  acquisition  late  in  the  year  of  the  26-store  Jerry  Leonard  chain 
of  stores  represents  an  entirely  new  specialty  store  business,  apparel  for  big  and  tall  men. 

_j\lso  central  to  our  Game  Plan  has  been  a  restructuring  program  to  improve  the 
productivity  and  profitability  of  the  assets  employed  in  our  business.  Last  year,  the  Joske’s 
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divisions  located  in  Houston,  San  Antonio  and  Dallas  were  consolidated  into  one  division 
with  headquarters  in  Dallas  in  order  to  improve  merchandising  and  operating  efficiencies,  to 
strengthen  purchasing  and  to  reduce  operating  costs,  in  addition,  we  have  converted  our  two 
Levy’s  stores  in  Savannah,  Georgia  into  units  of  our  much  larger  Maas  Brothers  division  and 
have  closed  our  one-store  Muller’s  division  in  Lake  Charles,  Louisiana. 

^  if  e  continued  to  add  to  our  store  base  in  1985,  opening  seven  new  department 
stores.  They  are  Bon  stores  in  Lynnwood  and  Silverdale,  Washington;  a  Herpolsheimer’s 
store  in  Grand  Rapids,  Michigan;  Jordan  Marsh  stores  in  Albany,  New  York  and  Coral 
Springs,  Florida;  a  Miller  &  Rhoads  store  in  Roanoke,  Virginia;  and  a  Pomeroy’s  in 
Pottstown,  Pennsylvania.  Also  opened  were  three  Brooks  Brothers  stores,  14  Ann  Taylors, 

13  Catherine’s  and  Plus-Size  stores  and  two  Plymouth  Shops.  The  Herpolsheimer’s  and 
Pomeroy’s  stores  are  replacement  units  of  large,  unproductive  downtown  stores  which  were 
closed.  We  also  closed  last  year  a  Joske’s  store  in  Phoenix,  Arizona,  two  Miller  &  Rhoads 
stores  in  Virginia,  two  Catherine’s  and  a  Plymouth  Shop.  On  a  net  basis,  including  the 
acquisitions,  there  was  an  addition  of  740,000  square  feet  of  space  in  1985. 

''  Ians  for  1986  call  for  the  opening  of  two  new  department  stores,  both  Jordan 
Marsh  units,  one  in  Nashua,  New  Hampshire  and  the  other  in  Boynton  Beach,  Florida.  In 
addition  to  the  department  stores,  two  Brooks  Brothers,  ten  Ann  Taylors,  eight  Catherine’s 
and  Plus-Size  stores  and  five  Plymouth  Shops  are  planned.  While  there  will  be  a  net  addition 
of  only  72,000  square  feet  of  space  in  1986  because  of  two  recent  store  closings,  the  new 
stores  will  add  366,000  square  feet  of  highly  productive  space. 

L  here  is  confidence  that  the  economy  will  continue  to  improve  in  1986, 
suggesting  further  moderate  growth  in  consumer  spending.  We  are  well  positioned  in  both 
department  and  specialty  store  retailing  to  take  advantage  of  the  apparent  upscale  focus  in  the 
marketplace.  With  our  disciplined  approach  to  cost  and  inventory  controls.  Allied  should 
have  another  strong  year  in  1986. 

C  >ur  accomplishments  in  1985  would  not  have  been  possible  without  the 
dedication  of  our  employees,  the  patronage  and  loyalty  of  our  customers,  the  cooperation  of 
our  vendors  and  the  wise  guidance  of  our  Board  of  Directors.  We  are  confident  that  the 
strategic  programs  your  management  is  committed  to-our  Game  Plan-will  result  in 
continued  growth  for  Allied  in  the  years  ahead. 


Respectfully  submitted. 


Chairman  of  the  Board 
and  Chief  Executive  Officer 
April  18,  1986 


/ 

/ 


President 

and  Chief  Operating  Officer 
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©ne  C&lep  QJLp  ^Merchandising 


f  f  /  lver  the  years.  Allied  Stores  has  developed  a  series  of  business 
l  m  strategies  that  have  evolved  into  our  Game  Plan  for  Growth.  The 

^  implementation  of  these  strategies  has  resulted  in  increased  sales 
and  earnings  for  your  Company,  including  the  record-setting  results  of  1985, 
and  your  management  is  confident  that  the  key  elements  of  our  Game  Plan  will 


contribute  to  continued  growth  in  the 
years  ahead.  CZ§^n  order  for  our 

department  stores  to  carve  out  a  niche  in 
highly  competitive  retailing  markets  in  the 
communities  they  serve,  they  must  estab¬ 
lish  an  identity,  one  that  distinguishes 
them  from  their  competition.  As  part  of 
our  Game  Plan,  our  stores’  direction  has 


been  to  emphasize  fashion  and  a  One-Step-Up  merchandising  philosophy.  The 
One-Step-Up  program,  first  established  back  in  1977,  is  designed  to  provide  our 
customers  with  higher  quality,  more  fashionable  merchandise.  This  program  has 
been  an  evolutionary  process,  done  in  an  orderly  manner  to  ensure  our  stores  do 
not  lose  existing  customers  while  attracting  new  shoppers  and  supported  with 
upgraded  advertising  to  appeal  to  a  more  contemporary  and  sophisticated  audi¬ 
ence.  Our  stores  have  trained  and  are  constantly  retraining'their  sales  associates 
to  provide  the  quality  service  these  customers  expect.  ^/he  develop¬ 

ment  of  stronger  merchandise  presentations  in  upper  moderate  and  better 
apparel  classifications  and  the  upgrading  of  the  home  furnishings  business  have 
contributed  importantly  to  the  improvement  in  your  Company’s  profits. 


4  Our  Game  Plan  for  Growth 
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©ur  ©wn  (Strand  "Pwgwn 


^  ne  of  the  ways  our  department  stores  establish  their  unique 
identity  is  through  the  use  of  exclusive  brands,  packaging  and 
merchandise  that  is  not  available  to  their  competitors.  A  staff 
of  professionals  in  our  central  office  has  developed  a  wide  range  of  private 
label  merchandise  programs  designed  to  supple-  I 
ment  our  national  brand  and  designer  businesses.! 

e  department  stores  commit  significant 
amounts  of  money  and  selling  space  to  private 
label  programs.  They  are  driven  to  provide 
quality  and  value,  the  primary  assets  of  private 
label  merchandise,  to  their  customers.  Whether 
in  ready-to-wear  programs,  such  as  the  Kids 
Exchange  line  of  children’s  apparel,  or  in  hard- 
lines,  such  as  our  new  Belgique  line  of  cook¬ 
ware.  the  programs  are  designed  to  provide 
customers  with  merchandise  that  offers  solid 
intrinsic  value  at  fair  realistic  prices.  r£/he  success  of  private  label 

merchandise  at  Allied  Stores  is  not  limited  to  our  department  stores,  however. 
Nowhere  is  the  name  recognition  and  the  impact  of  own-brand  programs  more 
evident  than  at  Brooks  Brothers  and  Ann  Taylor,  two  of  our  most  successful 
specialty  store  operations.  Tfiv  ate  label  merchandise  is  used  as  a 

tool  to  develop  customer  loyalty  to  Allied’s  stores  and  to  their  exclusive  brands. 
By  pricing  this  merchandise  at  levels  that  offer  great  value  to  the  customer, 
significant  sales  volume  can  be  developed  which,  with  reasonable  markup, 
improves  our  stores’  profit  performance. 
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Asset  (Redeployment 


^  J  aximizing  the  profits  and  productivity  of  the  assets  employed  in 

/  m  our  business  involves  more  than  generating  incremental  sales 
'  T  w'  year  after  year.  Central  to  our  Game  Plan  has  been  a  restructur¬ 
ing  program  with  respect  to  divisions  and  stores  which  were  unprofitable  or 
were  producing  an  unsatisfactory  return.  O0)ivision  consolidations 

and  closings,  long  an  effective  strategy  for  Allied  Stores,  have  recently  become 
more  widespread  throughout  the  retailing  industry.  The  success  of  the  1982 
consolidation  of  our  unprofitable  Gertz  division  operating  on  Long  Island,  New 
York  into  our  highly  profitable  New  Jersey-based  Stem's  division,  measured 
by  sharply  improved  earnings  of  the  com¬ 
bined  business,  has  encouraged  us  to  pur¬ 
sue  additional  division  consolidations. 

May  of  last  year,  we  announced  the 
consolidation  of  the  Joske's  divisions  located 
in  Houston,  San  Antonio  and  Dallas,  Texas 
into  one  division  headquartered  in  Dallas. 
This  consolidation  is  now  nearing  comple¬ 
tion.  By  combining  the  best  of  the  staffs  of  these  three  divisions,  the  single 
Joske’s  is  achieving  improved  merchandising  and  operating  efficiencies,  greater 
purchasing  strength  and  reduced  operating  costs.  (Z5^n  addition  to  the 

Joske’s  consolidation  in  1985,  we  have  converted  our  two  Levy’s  stores  in 
Savannah,  Georgia,  into  units  of  Maas  Brothers,  a  much  larger  division  head¬ 
quartered  in  Tampa,  Florida,  and  have  closed  our  one-store  Muller’s  division  in 
Lake  Charles,  Louisiana.  Ct^hile  closings  of  individual  selling 

units  are  less  dramatic  than  full  division  consolidations  or  eliminations,  they  too 
are  an  integral  part  of  our  profit  improvement  program.  Five  unprofitable 
department  store  units  were  closed  last  year.  (£^ur  earnings  will  con¬ 

tinue  to  be  enhanced  by  the  elimination  of  businesses  or  individual  selling  units 
that  do  not  measure  up  to  corporate  profitability  standards. 
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Q&pecidtp  Q&trns 

hile  Allied  Stores  has  over  a  50-year  history  of  operating 
successful  department  store  businesses,  we  have  only  been  in¬ 
volved  in  specialty  store  retailing  since  1979.  And  it  has  only  been 
since  the  198 1  acquisition  of  Garfinckei.  Brooks  Brothers.  Miller  &  Rhoads  that 
Allied  has  been  a  significant  factor  in  this 
fast-growing  field.  G^Uh  such 

prestigious  names  as  Brooks  Brothers.  Bonwit 
Teller  and  Garfinekel's  and  such  rapidly  ex¬ 
panding  chains  as  Ann  Taylor.  Catherine's 
Stout  Shoppe  and  Plymouth  Shops,  specialty 
store.',  have  represented  an  increasing  percent¬ 
age  of  our  sales  in  recent  years,  contributing 
19G  in  1985.  ^^.1!  of  these  divisions 

provide  good  growth  and  profit  opportunities. 

For  some,  most  especially  Ann  Taylor,  the 
opening  of  new  stores  at  an  aggressive  pace 
will  contribute  importantly  to  sales  and  earnings  growth.  For  others,  such  as 
Bonwit  Teller,  our  efforts  will  center  on  improving  productivity  to  enhance 
bottom-line  results.  While  strategic  planning  for  our  specialty  store  divisions 
will  be  as  varied  as  the  businesses  themselves,  there  is  always  a  central  focus 
and  that  is  to  maximize  the  profitability  of  each.  ^Acquisitions  will 

continue  to  be  a  part  of  our  specialty  store  strategy.  Growth  opportunities 
inherent  in  our  seven  existing  specialty  store  operations  and  the  likelihood  of 
additional  acquisitions  in  this  area  point  to  an  increasing  percentage  of  our 
business  coming  from  specialty  store  retailing  in  the  years  ahead. 


f'- 
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t^KewA^cquisitwns 


cquisitions  have  been  an  important  part  of  our  growth  strategy, 

/  ' establishing  Allied  Stores  as  a  major  industry  factor  in  specialty 

V  store  retailing  and  adding  department  stoics  in  growing 
Virginia,  North  Carolina  and  Tennessee  markets  and  in  the  Minneapolis  area. 
^Three  acquisitions  were  completed  in  1985,  two  representing  important 
add-ons  to  existing  Allied  divisions  and  the  third  an  entirely  new'  specialty  store 
business,  apparel  for  big  and  tall  men.  ^ast  July,  your  Company 

acquired  six  Powers  department  stores  located  in  the  Minneapolis  trade  area  and 
merged  these  stores  into  our  Donaldson's  division.  The 
volume  added  to  our  existing  base  of  business,  which 
required  little  in  the  w;ay  of  incremental  central  organiza¬ 
tion  expense,  has  had  an  immediate  and  dramatic  impact 
on  Donaldson’s  profitability.  (“Earlier  in  the 

year.  Clothes  for  Eve,  a  six-store.  Los  Angeles-based 
large-size  women's  apparel  business,  was  acquired  and 
became  a  part  of  our  Catherine’s  division.  While  small, 
this  acquisition  added  stores  in  some  of  the  best  retailing 
locations  in  Southern  California.  ^Mie  acqui¬ 

sition  late  in  the  year  of  the  26-store  Jerry  Leonard  chain 
of  stores  which  offer  a  complete  line  of  quality  brand 
name  and  private  label  merchandise  for  big  and  tall  men  represents  an  entirely 
new  business  area.  While  sales  are  just  $20  million,  the  business  appears  to 
offer  excellent  growth  opportunities,  certainly  through  an  aggressive  new  store 
program  and  possibly  through  additional  acquisitions.  ^7he  financial 

strength  of  Allied  Stores  will  enable  your  management  to  continue  to  pursue  an 
acquisition  strategy  to  strengthen  our  position  in  both  department  store  and 
specialty  store  retailing. 
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Management’s  Discussion  and  Financial  Review 


Operating  Results 

Net  sales  for  the  52-week  19X5  fiscal  year  ended  February  1 . 
19X6  increased  4.  V/  to  $4. 14  billion  from  the  S3  97  billion 
in  the  53-week  I9.X4  I i seal  year  ended  Febiu|t^2.  19X5. 
The  19X4  year  had  one  additional  week  and.  compared 
with  an  equivalent  52-week  year  in  19X4.  the  19X5  sales 
gain  would  have  been  5.293  or  2.69,'  on  a  comparable  store 
basis.  The  1984  sales  were  S.09-'  higher  than  the  S3. 68  - 
billion  of  net  sales  during  19X3.  On  an  equivalent  52-week 
basis,  the  1984  sales  gain  would  have  been  6.90  .  Sales  of 
leased  departments  are  included  m  the  reported  stiles  ol  the 
Corporation  and  amounted  to  S 3 1 0  million  in  19X5  and 
$301  million  and  $276  million  in  19X4  ami  19X3. 
respectively. 

The  Corporation  achieved  record  net  earnings  ol’  $1503 
million  m  19X5.  an  increase  of  13  20  over  the  $140.7 
million  earned  in  19X4.  The  19X4  net  earnings  represented 
an  increase  ol  9.50  over  the  $128.5  million  earned  m 
19X3.  Net  earnings  as  a  percent  ol  net  sales  increased  to 
3. 8597  in  19X5  from  3.5497  in  19X4  and  3.4993  in  19X3. 

Net  earnings  in  19X5  included  a  $23.4  million  capital 
gain  realized  from  the  sale  of  a  leasehold  interest  in 
the  Southcenter  Shopping  Center  located  m  Tukwila. 
Washington.  This  gain  was  part i ml ! v  offset  by  a  one-time 
charge  lor  the  consolidation  of  operating  dir  isions  and 
store  closings  amounting  to  $6. 1  million.  Net  earnings  m 
19X4  included  a  $6.0  million  capital  gam  realized  from 
the  sale  of  retd  estate.  Excluding  these  non-recurring 
transactions,  net  warnings  in  19X5  and  19X4  increased 
5  4C  and  4  9C  ,  ineffectively. 

Revenues  of3||sal  Estate  Operations  in  1985  include  the 
sale  of  a  leasehold  interest  in  a  shopping  center,  which 
totalled  $31.7  million  on  a  pretax  basis,  while  19X4 


includes  $8.3  million  of  revenue  attributable  to  the 
previously  mentioned  retd  estate  sale,  [excluding  these 
items.  Revenues  of  Rea!  Estate  Operations  decreased 
in  19X5  due  to  a  reduction  of  $4.0  million  in  revenue 
associated  with  the  operations  of  die  Southcenter  Shopping 
Center. 

Cost  o f goods  sold,  including  buying  and  occupancv 
costs,  were  6X.  197  of  sales  in  19X5.  compaied  with  68.093 
and  67.797  in  19X4  ami  19X3.  respectively,  included  in 
cost  of  goods  sold  is  a  LIFT)  credit  ol  $.5  million  in  19X5. 
compared  with  a  credit  ol  $8.6  million  m  19X4  and  a 
charge  ol  $2  0  million  in  19X3. 

The  relationship  of  selling,  general  and  administrative 
expenses  to  sales  was  24.493  m  19X5.  24  097  In  1 9X4  and 
24. 193  in  19X3.  Included  in  the  19X5  expenses  is  a  one¬ 
time  cMgtc  relating  to  store  closings  and  consolidations 
equivalent  to  .293 

Net  interest  expense  was  1.993  of  sales  in  19X5. 
compared  with  2  393  in  both  19X4  and  19X3.  The  decrease 
in  interest  expense  ol  $10.9  million  m  19X5  was  primarily 
attributable  to  lower  levels  of  average  debt  outstanding 
during  the  year,  reduced  interest  rates  associated  with 
commercial  paper  borrowings  and  the  conversion  into 
shares  ol  common  stock  of  $X3  ndlliBtef convertible 
debentures  primarily  during  the  fourth  quarter  of  19X5. 

The  effective  income  tax  rate  was  45. 197  in  19X5  and 
46.993  in  both  19X4  and  19X3  The  investment  tax  credit 
was  $6.2  million  in  19X5,  $3.7  million  in  19X4  and  $5.5 
million  in  1983.  The  reduction  in  the  19X5  effective  income 
tax  rate  was  due  to  the  tax  benefits  associated  with  the 
capital  gam  on  the  sale  of  the  leasehold  interest  in  the 
Southcenter  Shopping  Center  and  the  higher  investment 
tax  credit.  The  lower  investment  tax  credit  had  a  negative 
impact  on  the  19X4  effective  income  tax  rate  but  this  was 
offset  by  the  tax  benefit  associated  with  the  aforemen¬ 
tioned  19X4  capital  gain. 
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Allied  Stores  Corporation  and  Subsidiaries 


Financial  Condition 

Cash  flow  from  operations  during  1985  wax  a  record  S273 
million.  This  internal  cash  (low  was  sufficient  to  meet  all 
of  the  Corporation's  working  capital  needs  and  dividend 
and  capital  expenditure  requirements.  The  current  ratio 
improved  to  2.3!  to  1  as  compared  with  2. 14  to  1  in  1984. 
and  net  current  assets  increased  to  S972  million,  the 
highest  in  the  history  of  the  Corporation.  Long-term  debt 
as  a  percentage  ot  Iorif?$jjrm  debt  and  stockholders'  equity 
declined  to  34.5%  in  1985  from  41.5%  in  1984.  In 
addition,  short-term  notes  payable  and  current  maturities 
of  long-term  debt  decreased  by  566  million  to  S41  million 
as  of  February  1.  1986. 

During  1985.  the  Corporation  acquired  six  Powers 
department  stores.  In  addition.  Jerry  Leonard.  Inc.,  a  chain 
of  26  specialty  apparel  stores,  and  Clothes  for  Eve,  a  chain 
of  six  specialty  apparel  stores,  were  also  acquired.  The 
aggregate  purchase  price  of  these  acquisitions  was 
approximately  550  million  and  was  paid  in  cash  by  using 
both  internal ly  generated  funds  and  the  proceeds  from  the 
'-ale  of  a  leasehold  interest  in  the  Southcenter  Shopping 
Center. 

Total  assets  at  February  1.  1986  were  S2.8  billion.  The 
major  components  were  customer  receivables  of  S 1 .023 
million,  merchandise  inventories  of  $639  million  and  S975 
million  of  property  and  equipment. 

Net  customer  receivables  increased  S27  million  over  the 
prior  year  balance.  The  percent  of  sales  made  on  credit  was 


68.6%  of  total  sales  in  1985.  compared  with  67.7%  and 
65.6%  in  1984  and  1983.  respectively.  The  allowance  for 
doubtful  accounts  was  2.07 %  of  customer  receivables  at 
year  end.  versus  1.88%  in  1984  and  1.73%  in  1983.  The 
net  provision  for  doubtful  accounts  in  dollars  and  as  a 
percent  of  credit  sales  was  as  follows:  1985-S32.3  million 
(1.06%);  1984-S24.5  million  (.85%);  1983-519. 2  million 
(.74%).  Although  the  net  provision  increased  during  1985, 
the  quality  and  estimated  collectability  of  accounts 
receivable  remain  strong. 

Merchandise  inventories  were  S639  million  at  February  1 , 
1986.  compared  with  5607  million  at  the  end  of  the  prior 
year.  Inventories  are  considered  to  be  at  a  satisfactory  level 
relative  to  planned  sales.  Inventory  shrinkage  was  1.8%  of 
sales  in  1985.  compared  with  1.7%  in  1984  and  1983. 

The  Corporation's  planned  capital  expenditures 
for  the  years  1986- 1990  will  require  an  investment  of 
approximately  5600  million.  A  significant  portion  of  this 
program  will  be  financed  with  internally  generated  funds. 

Stockholders' equity  wasS1.26bilIion  at  February  1. 1986, 
the  highest  in  the  Corporation's  history.  On  February  4, 
1986,  the  Board  of  Directors  authorized  a  2-for-l  split 
of  the  Corporation's  common  stock  effective  as  of  the  close 
of  business  on  March  20.  1986.  The  book  value  per  share 
of  common  stock  at  year  end,  on  a  post  2-for-l  stock 
split  basis,  was  52730. 

A  presentation  and  discussion  of  the  impact  of  inflation 
on  the  Corporation's  results  and  financial  condition  are 
set  forth  on  page  24  of  this  report. 
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Quarterly  Financial  Information  ( Unaudited > 


Allied  Stores  Corporation  and  Subsidiaries 


Dollars  in  thousands  except  per  share  amounts 


Per  Share 

of  Common 

Stock 

Sold.  Buyine  & 

Net 

Fully 

Mn 

rket  Prices 

Occupancv 

Diluted 

Quarter 

Net  Sales 

Costs 

Famines 

Famines 

Famines 

Dividends 

Hieh 

Low 

52  weeks  ended 

February  1,  1986 

First 

$  880,333 

$  609,354 

$  17,217 

$  .41 

$  .38 

$  .265 

$29% 

$25%  6 

Second 

891,679 

623,820 

30,996 

.73 

.64 

.265 

30 '/i  6 

26'%  6 

Third 

996,168 

684,749 

22,940 

.54 

.49 

.265 

30  % 

25% 

Fourth 

1,366,847 

897,490 

88,122 

1.94 

1.70 

.275 

36% 

29 

Total  for  Year 

$4,135,027 

$2,815,413 

$159,275 

$3.70 

$3.21 

$1.07 

53  weeks  ended 

February  2.  1985 

First 

S  841.541 

S  586.022 

S  14.732 

S  .35 

S  .39 

8  .25 

S22  >s 

S197. 

Second 

873.082 

608.168 

16.714 

.40 

.38 

.25 

22  7! 

19 

Third 

Os'1  ">">5 

645.790 

17.628 

.42 

.40 

.25 

27%, 

21%, 

Fourth 

1.323.621 

861.091 

91.659 

2.19 

1.79 

.25 

28  Vi 

237s 

Total  for  Year 

S3. 970.469 

S2.70 1.071 

S  140.733 

S3. 36 

S2.99 

SI. 00 

Earnings  per  share  of  Common  Stock  is  computed  separately  for  each  period.  The  sum  of  the  1985  quarterly  primary  earnings  per  share 
differs  from  the  total  for  the  year  due  to  the  conversion  of  convertible  debentures  during  the  fourth  quarter  of 1985,  and  the  sum  of  the  1984 
quarterly  fully  diluted  earnings  per  share  differs  from  the  total for  the  year  due  to  the  issuance  of  convertible  debentures  in  October  1984. 


All  per  share  data  reflects  the  2-for-l  stock  split  on  March  20,  1986. 

The  Common  Stock  is  listed  on  the  New  York  Stock  Exchange  (Symbol  ALS)  with  unlisted  trading  privileges  on  other  exchanges  through 
the  Intermarket  Trading  System.  As  of  April  l,  1986,  there  were  19,604  holders  of  record  of  this  stock. 
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Consolidated  Statement  of  Earnings  and  Retained  Earnings  Allied  Stores  Corporation  and  Subsidiaries 


Dollars  in  thousands  except  per  share  amounts 

52  Weeks  Ended 
February  1,  1986 

53  Weeks  Ended 
February  2.  1985 

52  Weeks  Ended 
January  28.  1984 

Net  Sales,  including  leased  departments 

$4,135,027 

$3,970,469 

$3,675,873 

Revenues  of  Real  Estate  Operations 

60,836 

40.136 

29.199 

4,195,863 

4.010.605 

3.705.072 

Costs  and  Expenses 

Cosl  of  goods  sold,  including  Inlying  and 
occupancy  costs 

2,815,413 

2.701.071 

2.489.525 

Selling,  general  and  administrative  expenses 

1,010,325 

953.156 

887.527 

Interest  expense,  net 

80,250 

91.145 

85.974 

3,905,988 

3.745.372 

3,463.026 

Earnings  Before  Income  Taxes 

289,875 

265.233 

242,046 

Income  Taxes 

130,600 

124.500 

113.575 

Net  Earnings 

159,275 

140.733 

128,471 

Retained  Earnings  at  Beginning  of  Year 

847,404 

748.639 

658.871 

1,006,679 

889.372 

787.342 

Cash  Dividends 

Cumulative  Preferred  Stock 

— 

34 

93 

Common  Stock 

46,297 

41.934 

38.610 

46,297 

41.968 

38,703 

Retained  Earnings  at  End  of  Year 

$  960,382 

S  847,404 

$  748.639 

Earnings  Per  Share  of  Common  Stock 

Primary 

$3.70 

$3.36 

S3. 07 

Fully  diluted 

3.21 

2.99 

2.80 

Dividends  Per  Share  of  Common  Stock 

$1.07 

$1.00 

S  .925 

Average  Common  Shares  Outstanding 

Primary 

43,037,734 

41.936.1 12 

41.758.120 

Fully  diluted 

52,966,816 

49.806,940 

48.086.670 

See  notes  to  consolidated  financial  statements  on  pages  20  to  24. 
All  per  share  data  refects  the  2-for-l  stock  split  on  March  20, 1986. 
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Consolidated  Balance  Sheet 


Allied  Stores  Corporation  and  Subsidiaries 


Dollars  in  thousands  e.xeept  per  share  amounts  February  I,  1986 


Assets 

Current  Assets 

Cash 

$  8.491  -  ' 

Accounts  receivable 

Customers 

1,022,986  o,-i: 

Suppliers  and  others 

24,028  MMx 

Merchandise  inventories 

638,841  ,  ,  e 

Prepaid  expenses 

22,312  ;u. 

Total  Current  Assets 

1,716,658  A 

Property  and  Equipment 

975,110  a  :o 

Other  Assets 

80,069  o  1  i  i ' ' 

Total  Assets 

52,771,837  A  a-  : 

Liabilities  and  Stockholders’  Equity 

Current  Liabilities 

Notes  payable 

S  23,000  '  'o 

Accounts  payable 

333,361  ■ 

•Accrued  expenses 

133,002  ;>  o, 

Taxes,  other  than  federal  income  taxes 

52,315  a. 

Federal  income  taxes 

Current 

39,483  ;  .  i  J 

Deferred 

145,800  l;  Ass 

Current  maturities  ol  lone-term  debt 

17,661  C  . 

Total  Current  Liabilities 

744,622  7  a 

Long-Term  Debt 

Senior 

398,755  wo.Ao 

Convertible  subordinated 

166,760  2io."o7 

Capitalized  lease  obligations 

98,589  H0.S8-, 

Deferred  Federal  Income  Taxes 

104,641  sil-2 

Stockholders’  Equity 

Common  Stock,  no  par  value:  authorized  75.0! )!).()( )( )  shares. 

outstanding  (amount  lixed  at  SI. 00  per  share) 

46,102 

Additional  paid-in  capital 

251,986  104.056 

Retained  earnings 

960,382  x  AST  it 

Stockholders’  Equity 

1,258,470  i.ooVdU 

Total  Liabilities  and  Stockholders’  Equity 

$2,771,837  slo'TfA: 

See  notes  to  consolidated  financial  statements  on  pages  20  to  24. 

Stockholders'  Equity  reflects  the  2 -for- 1  stock  split  as  of  February  /,  1986. 
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Consolidated  Statement  of  Changes  in  Financial  Position  Allied  Stores  Corporation  and  Subsidiaries 


Dollars  m  thousands 

52  Weeks  Ended 
February  1.  1986 

J  Weeks  Ended 
February  2.  I MS 5 

52  Weeks  Ended 
January  28.  1084 

Cash  Provided  From  Operations 

5159,275 

8140.733 

S  128.471 

1 

85,754 

79.848 

74.848 

7,367 

6.807 

6.425 

20,509 

16.124 

15.700 

272,905 

243.602 

225.453 

Other  Uses  (Sources)  of  Cash 

46,297 

41.068 

38.703 

115,063 

01.388 

103.068 

(2,939) 

(0.684) 

(5.370) 

13,926 

i 1.289) 

4.128 

25,943 

80.560 

146.250 

32,071 

63.51 1 

76,581 

3,016 

2.053 

768 

(33,750) 

W\3^h 

(57.763) 

1,052 

(3.082) 

<7.745) 

(2,861) 

(33.470) 

(24.474) 

197,818 

200.643 

274.146 

Increase  ( Decrease )  in  Cash  Before 

Financing  Transactions 

75,087 

33.050 

(48.693) 

Financing  Transactions 

V  \  k  ’  f !  ie;  ;;>•!,-! 

9,759 

138.205 

12.422 

kolu,<i,.n  ;i,  knu:  Wk 

(104,539) 

( 145.603) 

(51.752) 

hr.  Vase  :r.  deW 

(65,724) 

(26.945) 

80.205 

82,162 

73 

6.620 

(78,342) 

(34.180) 

47.495 

Increase  (Decrease)  in  Cash 

S  (3,255) 

S  (221) 

S  (1.198) 

See  notes  to  consolidated  financial  statements  on  pages  20  to  24. 
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Notes  to  Consolidated  Financial  Statements 


Allied  Stores  Corporation  and  Subsidiaries 


Dollars  in  thousands  except  as  otherwise  indicated 


Business 

Allied  Stores  Corporation,  a  leading  retailing  orgamzatu m. 
operates  665  stores  throughout  the  United  States  which  sell 
a  wide  range  of  merchandise,  including  men's,  women's 
and  children's  apparel,  cosmetics,  home  furnishings  and 
other  consumer  needs. 

Significant  Accounting  Policies 

Principles  of  Consolidation:  The  consolidated  Imanciui  state¬ 
ments  of  Allied  Stores  Corporation  include  the  accounts  ol 
all  the  Corporation's  subsidiaries,  which  arc  the  merchan¬ 
dising  subsidiaries.  Allied  Stores  Credit  Corporation  and 
Alstores  Realty  Corporation.  Condensed  I  manual  state¬ 
ments  of  the  credit  and  real  estate  subsidiaries  arc  ptesenteu 
on  page  26. 

Earnings  Per  Share:  Primary  earnings  per  share  ol  Common 
Stock  were  determined  by  diudmg  net  earnings,  alter  de¬ 
ducting  dividends  on  preferred  stock,  by  the  average  num¬ 
ber  of  shares  outstanding  during  each  yeai  hulk  diluted 
earnings  per  share  assumes  the  conversion  o!  dcbenUncs 
and  the  exercise  of  stock  options. 

Inventories:  Merchandise  inventories  are  stated  at  the  mwci 
of  cost  or  market  determined  by  the  retail  inventory  method 
using,  as  to  approximately  52' 7  of  the  inventories,  the  hto 
(last-in,  first-out)  method.  Inventories  are  stated  at  557  f> 
million  in  19X5  and  S5S.  1  million  m  1954  less  than  it  the 
first-in.  first-out  method  had  been  used. 

Property  and  Equipment:  Properties  are  recorded  at  cost  and 
depreciation  is  computed  on  a  straight-line  basis  over  the 
estimated  useful  lives  of  the  assets,  or.  m  the  ease  ol  lease¬ 
hold  interests  and  improvements,  over  the  lives  of  the  rijjjjj 
spcctive  leases,  if  shorter.  The  estimated  usetul  live-,  tor 
depreciation  ot  the  principal  properties  are:  store  buildings 
and  warehouses.  40  to  50  years:  elevators,  escalators  and 
building  equipment.  15  to  20  years:  store  fixtures  anti 
equipment.  3  to  15  years.  Capitalized  leases  are  amortized 
over  the  respective  lease  terms. 

Excess  of  Cost  Over  Net  Assets  Acquired:  The  excess  o!  <$f. 
over  net  assets  acquired  is  included  in  "Other  Assets." 
Amortization  is  computed  on  a  straight-line  basis  over  40 

Store  Opening  Expenses:  The  expenses  related  to  new  store- 
openings  tire  charged  to  operations  in  the  fiscal  year 
incurred. 


Federal  Income  Taxes:  i  he  pi  o.  o  i.  i 

taxes  includes  amounts  winch  will 
vears.  I  his  dc  terra  I  result--  pi  iinai  i 
puipov.w.ui  .,ccc Crated  dcpicc Mtn 

timing  diOciciiccs  Tire  uivcUmcu' 


Subsequent  Event 


Non-Recurring  Items 


m  f.^5  0  million,  i c sii! I 


During  1554.  ihcTorpotalion  scan  zed  a  capita!  gam  li¬ 
the  sale  o|  real  estate  winch  amounted  to  ov  ;  million  bc- 


Acquisitions 


results  lor  the  past  two  years  arc  nut  presented  as  the  eflect 
on  the  Corporation  is  not  material. 
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Interest  Expense,  Net 

The  components  ol  interest  expense  are  as  follows: 

1985  1984  1983 

Interest  on  debt  $70,666  $82,277  $77,651 

Interest  >in  capitalized  leases  10.950  10.187  10.593 

Interest  capitalized  mi  construction  (1.366)  (1.319)  (2.270) 

$80,250  $91,145  $85,974 


Income  Taxes 

The  provision  lor  income  taxes  consists  ot: 

1985  1984  1983 


I  ederal  income  taxes 

Currently  pax  able  $  85,099  $76,131  $  63,907 

Deterred  27,101  32.894  35.118 


112,200  109.025  99.025 

State  anil  local  income  taxes  18,400  15.475  14.550 


$130,600  $124,501)  $113,575 


The  major  components  of  the  deferred  tax  provision  are: 

1985  1984  1983 


hxecss  ol  l.tx  o\cr  honk 

Instalment  method  ot  accounti 

lor  sales 

Other 

$20,929  $17,661 

6,044  14.47 

128  76 

:i  $14,528 

$27,101  $32,894  $35,118 

The  effective  income  tax  rates  were  45. 1%  in  1985  and 
46.99/  in  1984  and  1983,  consisting  of  federal  taxes  of 

41.79/ ,  43.79/  and  43.79/  and  state  and  local  taxes,  net  of 
federal  income  tax  benefit,  of  3.49/  in  1985  and  3.2%  in 

1984  and  1983.  The  investment  tax  credit  was  $6.2  million 
in  1985.  compared  with  $3.7  million  in  1984  and  $5.5 
million  in  1983. 

During  1985.  the  Corporation  and  its  affiliated  founda¬ 
tion  made  charitable  contributions  of  approximately  $1.6 
million. 

Accounts  Receivable-Customers 

February 

I,  1986 

February 

Revolt,  mg  credit  accounts 
Instalment  accounts 

Other  accounts 

$  931.158 
103,268 
10,157 

100.929 

8.633 

Less  allowance  tor  doubtful  aa 

1,044,583 
counts  21,597 

1.014.884 

19.072 

$1,022,986 

$  995.812 

Revenue  from  finance  service  charges  relating  to  customer 
receivables,  which  is  deducted  from  selling,  general  and 
administrative  expenses,  amounted  to  S143.3  million  in 
1985.  compared  with  S  129.8  million  in  1984  and  S109. 1 
million  in  1983. 


Property  and  Equipment 

February 

1,  1986 

February 
2.  1985 

Uujldtngs. 

Impnnenic 

leaseholds  and  equipment 
es  and  equipment 
nts  in  progress 

$  81,383 

691,138 
557,111 
18,911 

S  79.244 
654.631 
512.272 

Less  accun 

ulated  depreciation 

1,348,543 

452,384 

1 .267.300 
403.639 

Capitalized 

leases,  netol  amorti/ution 

896,159 

78,951 

863.661 

85.079 

$  975,110 

S  948.740 

Bank  Credit  Arrangements 

As  of  February  I.  1986.  Allied  Stores  Corporation  and/or 
Allied  Stores  Credit  Corporation  had  lines  of  credit  totaling 
$421  million  extended  by  82  banks.  In  addition,  the  Corpo¬ 
ration  has  revolving  credit  agreements  with  three  banks  to¬ 
taling  $100  million  which  terminate  in  October  1987.  In 
support  of  these  credit  facilities  and  also  serving  as  com¬ 
pensation  for  account  handling  functions  and  other  services, 
the  Corporation  and  all  of  its  subsidiaries  either  pay  fees  or 
maintain  operating  cash  balances.  There  are  no  restrictions 
on  the  withdrawal  of  these  funds.  At  February  1.  1986, 
there  were  no  short-term  borrowings  outstanding  with 
banks. 


Senior 

February 

1,  1986 

February1 
2.  1985 

Allied  Stores  Corporation: 

69 c  original  issue  discount  notes. 

due  May  15.  1992 

$116,381 

$110,890 

lOAC  notes,  due  June  15.  1990 

82,000 

82,000 

Other 

1,339 

1.370 

Alstores  Realty  Corporation  and 

subsidiaries  notes  and  bonds 

186,921 

194.257 

Merchandising  subsidiary  notes  and  bonds 

12,114 

12,193 

$398,755 

S400.7I0 

The  Corporation's  6%  original  issue  discount  notes,  with  a 
face  amount  of  $175  million,  were  priced  at  56.741%  of  par 
at  time  of  issuance  to  yield  14.25%  to  maturity. 
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Notes  and  bonds  of  a  merchandising  subsidiary  and 
Alstores  Realty  Corporation  and  subsidiaries  (in  millions) 
mature  in  the  next  five  years  as  tbiiows:  1986— S  12.5:  1987— 
S12.9:  1988-S12.8:  I989-SI3.0:  1990-S12. 5.  and  the  bal¬ 
ance  thereafter.  The  Alstores  indebtedness  (in  millions) 
bears  interest  at  the  following  rates:  4ff-2f§?4 .  S54.9: 
8'A%-mc/e.  S35.7;  9%-97s91 .  S78.2:  100-109:91 .  S9.9: 

1 192-14 Vac/c.  S20.5.  Substantially  all  of  the  Alstores  indebt¬ 
edness  is  collateralized  by  mortgage  liens  on  property  and 
equipment. 

The  merchandising  subsidiary  indebtedness  bears  inter¬ 
est  at  rates  ranging  from  5.759 l  to  10.092 .  This  acquired 
debt,  discounted  by  S3. 5  million  as  of  February  I,  1986. 
results  in  an  effective  average  interest  rate  of  1 3.09c . 

The  provisions  of  the  long-term  debt  agreements  impose, 
among  other  things,  limitations  with  respect  to  the  payment 
of  dividends  on  Common  Stock.  Under  the  most  restrictive 
provision,  which  relates  to  net  earnings,  approximately 
S505  million  of  retained  earnings  at  February  1.  1986  urns 
available  for  the  payment  of  dividends. 


February  Pebruar, 

Convertible  Subordinated  1,  1986  2.  !9S5 


Allied  Stores  Corporation: 

8 V-tdc  convertible  debentures. 

due  July  15.  2009 

$124,977  S 1 25.000 

99:51  convertible  debentures. 

due  November  1.  2007 

41,284  I 24.250 

4 'rS/c  convertible  debentures. 

due  September  15.  1992 

499  547 

$166,760  S249.797 

The  8949c  convertible  subordinated  debentures  are  convert¬ 
ible  into  shares  of  Common  Stock  at  $27.31  per  share,  the 
9 Vi%  convertible  subordinated  debentures  are  convertible 
at  $20.00  per  share  and  the  4959c  convertible  subordinated 
debentures  are  convertible  at  SI  1. 12  per  share.  During 
1985,  4.153.440  shares  of  common  stock  were  issued  upon 
the  conversion  of  convertible  subordinated  debentures.  De¬ 
bentures  converted  may  be  applied  against  sinking  fund 
requirements.  At  February  1.  1986.  6.685.309  shares  of 
Common  Stock  were  reserved  for  such  conversions. 


Stockholders’  Equity 

Changes  in  Common  Stock  and  Additional  Paid-In  Capital 
were  as  follows:  Addmn.d 


Issued  under  stock  op(mn  Gild 


Kepurdi.ise  ol  preterred  stud 

v(j 

Issued  ( tot  Idled)  under  -.UnK  opto  -n  ,;:n 
restricted  stuck  incenlt\e  pl.iiis 

1 

"'I 

Kcpurdi.oenl  order, cd  md. 

GTTl'7,:t'bcn'1L"  . 

2,077 

23,051 

89 

79,992 

(23,051) 

Balance,  February  I,  1986 

$46,102 

$251,986 

2.086.844  shares  in  1985  and  Id 
xifStres  on  split  basis)  m  1984 

147.497  shares  f  2 

x  totaling 

Stock  Option  Plans 

The  Corporation  maintains  two 

dock  option  plum 

,.  the 

Stock  Option  Plan  ol  1974  (  which  expired  on  Match  25. 
1984)  and  the  1984  Stock  Option  Plan 
The  changes  in  the  number  o!  shares  mb'ieet  ujuspliofi 
under  the  1974  Plan  were  as  follows: 


February  1.  1986  I  ..•bnwr>  2.  i9N5 


Shares 

GrantPrice  Slimes  (Irani  Price 

Oulstandine  at 

537,000 

$  9.94- 

Granted 

— 

—  5'N.oiif)  2:  NS 

F\e  rased 

(21,350) 

9.94- 

22.88  (2.754)  9.94 

Cancel  led 

(39,914) 

22.88  ,17, sum  22  88 

Outstanding  al 

475.736 

$  9.94-  s  9  94- 

22.88  537.000  22  S3 

i:\ercisabte  a! 

197,228 

$  9.94- 

22.88  45.50(1  S  9  94 

Options  wen 

c  priced  at  10091 

of  the  lair  market  value  tit  the 

dates  of  grar 

it  and  expire  ten 

years  from  those  dates. 
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7'he  1984  Stock  Option  Plan  provides  (or  the  granting  io 
key  employees  of  the  Corporation  a  maximum  ol  2,000.000 
stock  options  u  ith  tandem  stock  appreciation  rights.  As  of 
February  1. 10X6.  no  such  options  or  rights  had  been  awarded. 

Restricted  Stock  Incentive  Plans 

!  he  Corporation’s  Restricted  Stock  Incentive  Plan  consists 
ol  the  "  1078  Plan"  (which  expired  on  March  25.  10X4)  and 
the  ”  1084  Plan”.  Under  the  1078  Plan,  a  maximum  of 
500,000  shares  ol  Common  Stock  could  have  been  awarded 
to  key  employees.  Shapes  so  awarded  could  not  be  released 
to  the  recipients  until  the  expiration  of  Irom  one  to  five 
years  ol  continuous  employment  ( the  restricted  period). 

1  he  total  market  value  on  the  award  date  is  charged  to 
earnings  over  the  applicable  restricted  periods.  During 
1985.  2.400  shares  previously  awarded  were  released  and 
13.200  shares  were  forfeited.  Asot  February  1.  1986. 
196.700  shares  remained  under  restriction. 

The  1984  Pian  provides  for  the  award  ol  an  aggregate  of 
2,000.000  shares  ol  Common  Slock  anti  share  units.  Com¬ 
mon  Stock  and  share  units  so  awarded  shall  not  be  released 
to  the  recipients  until  the  expiration  of  Irom  one  to  five 
years  ol  continuous  employment  (the  restricted  period). 

1  he  release  ol  share  units  consists  ol  payment  to  the  em¬ 
ployee  ol  ;m  amount  in  cash  equal  to  the  sum  of  ID  the  lair 
maikel  value  of  a  share  ol  Common  Stock  for  each  share 
unit  on  the  date  the  restricted  period  terminates  and  (ii) 
div  idends  credited  to  each  share  unit  equal  to  the  cash 
div  idends  payable  on  one  share  of  Common  Stock  with 
respect  to  the  period  from  the  award  date  to  the  end  of  the 
restricted  period.  As  of T  ebruarv  I.  1986.  no  restricted 
stock  or  share  units  had  been  awarded  under  this  Plan. 

Retirement  and  Profit  Sharing  Program 

The  Corporation  and  its  subsidiaries  have  a  retirement  pro¬ 
gram  covering  substantially  all  full-time  employees.  Total 
pension  expense  in  millions  was  $15.2  in  1985  and  $15.4 
and  $14.6  in  1984  and  1983.  respectively.  The  Corporation 
makes  an  annual  contribution  to  the  program  equal  to  the 
amount  accrued  for  pension  expense,  which  includes  amor¬ 
tization  of  past  servic^H|pver  30  years.  A  comparison  of 
accumulated  plan  benefits,  as  determined  by  consulting 
actuaries,  and  plan  net  assets  as  of  the  beginning  of  each 
vear  is  presented  below: 

1985  19X4 


Actuarial  present  value  ot 

accumulated  plan  benefits. 

Vested 

$220,000 

S2 16.1 00 

Non-vestcd 

12,500 

13.000 

Total 

$232,500 

$229,100 

Net  assets  available  tor  benefits 

$259,242 

$228,223 
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The  assumed  rate  ot  return  used  in  determining  the  actuar¬ 
ial  present  value  of  accumulated  plan  benefits  was  T'/z’Jc. 

The  Corporation  also  has  a  profit-sharing  investment 
program  covering  all  eligible  employees  w'ho  elect  to  con¬ 
tribute  thereto.  The  Corporation’s  contribution  is  based  on 
the  percentage  of  net  earnings  to  net  sales.  Such  contribu¬ 
tion  in  millions  was  $18.7  in”  1985  and  $16. 1  and  $12.6  in 
1984  and  1983.  respectively. 

In  addition,  the  Corporation  provides  life  insurance 
benefits  for  active  and  retired  employees.  All  full-time  em¬ 
ployees  may  become  eligible  for  these  benefits  which  are 
provided  through  an  insurance  company.  The  cost  of  pro¬ 
viding  these  benefits  for  retirees  is  not  material. 

Rentals  and  Lease  Commitments 

Noncancelable  leases  entered  into  by  the  Corporation  and 
its  subsidiaries  are  primarily  for  retail  stores,  fixtures  and 
equipment  and  warehousing  and  office  facilities.  The  leases 
usually  contain  renewal  options  and  provide  for  payment 
by  the  lessee  of  real  estate  taxes  and  other  expenses  and,  in 
certain  instances,  increased  rentals  based  on  percentage  of 
sales. 

Property  and  equipment  under  capital  leases  consists  of 
the  following: 

February  February 
I,  1986  2,  19S5 


Buildines.  improvements  and  equipment 

$124,993 

$125,422 

Store  fixtures  and  equipment 

24,191 

27.310 

149,184 

152.732 

Less  accumulated  amortization 

70,233 

67.653 

$  78,951 

S  85.079 

Future  minimum  lease  payments  under  noncancelable  leases 

as  of  February  1,  1986  are  as  follows: 

Operating 

Capital 

Leases 

Leases 

1986 

S  50,784 

S  17.364 

1987 

48,133 

16.783 

1988 

45,601 

16.328 

1989 

42.958 

15.399 

1990 

40.621 

14.501 

Thereafter 

364.458 

167.294 

Total  minimum  lease  payments 

592.555 

247.669 

Less:  hxecutorv  costs 

39,427 

21.949 

Interest 

281.256 

121.998 

Present  value,  including  current  maturities 

of  capital  leases  of  S5. 133 

$271,872 

$103,722 

The  present  value  of  capital  and  operating  leases  is  deter¬ 
mined  by  discounting  future  minimum  rent  commitments  at 
rates  which  approximate  lessor’s  financing  costs  at  the  in¬ 
ception  of  the  lease  and  assumed  executory  and  administra¬ 
tive  costs. 
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Rent  expense  consists  of  the  following: 

1985  I 9S4  1985 

Minimum  rentals 
Percentage  rentals  (includes 
S3 .980  in  1985.  S4. 109  in 
1984  and  S3.978  in  1983 
applicable  to  capital  leases) 

$84,166  S76.694  $70,316 


Inflation  Accounting  (Untiumled ) 

The  Financial  Accounting  Standards  Board  Statement 
No.  33  requires  that  supplementary  information  be  fur¬ 
nished  for  the  purpose  of  evaluating  the  impact  of  changing 
prices  on  a  business  enterprise.  The  ‘"Current  Cost" 
method,  which  reflects  changes  in  specific  prices,  meas¬ 
ures  the  number  of  dollars  currently  required  to  purchase 
inventory  and  property  and  equipment  having  the  stone 
service  potential  as  those  owned  by  the  Corporation.  This 
method,  which  is  still  experimental,  docs  not  precisely 
measure  the  effects  of  inflation  but  rather  should  he  viewer! 
as  an  estimate  or  approximation.  Accordingly,  it  is  not  nec¬ 
essarily  a  reliable  indicator  of  the  effects  of  inflation  on  the 
Corporation's  operating  results  or  its  financial  position.  This 
information  should  only  be  used  with  careful  consideration 
of  the  underlying  concepts. 

Certain  data  for  1985,  adjusted  in  accordance  with  FASB 
Statement  No.  33,  is  as  follows: 

Reported  in  Current 


Statements  Adjusted 


Net  sales  and  real  estate  revenues 

$4,195,863 

$4,195,863 

Depreciation 

85.754 

122.560 

Other  costs  and  expenses 

3.739.984 

3.739.984 

Interest  expense,  net 

80.250 

80.250 

Income  taxes 

130.600 

130.600 

4.036.588 

51.073.394 

Net  earnings 

$  159.275 

$  122.469 

Gain  from  decline  in  purchasing  power 

ol  net  amounts  owed 

$  19.400 

Effect  of  increase  in  general  price  level 

on  inventories  and  property  and 

equipment 

$  83.176 

Increase  in  specific  prices  of 

inventories  and  property  and 

equipment  held  during  the  year  * 

51.186 

Excess  of  increase  in  general  price 

level  over  increase  in  specific  prices  S  31.990 


At  February  1.  1986,  current  cost  of  inventories  was  $703,904  and 
current  cost  of  property  and  equipment,  net  of  accumulated 
depreciation,  was S1.5I2.093. 


The  gain  from  decline  in  purchasing  power  of  net  amounts 
owed  represents  the  decline  in  purchasing  power  of  dollars 
required  It)  liquidate  the  excess  of  monetary  liabilities  over 
monetary  assets  (amounts  payable  or  receivable  in  fixed 
numbers  of  dollars). 

In  determining  inflation-adjusted  net  earnings,  only  cost 
of  goods  sold  and  depreciation  are  required  to  be  respited. 
Statement  No.  33  further  provides  that  income  tax  expense 
should  not  be  restated  since  income  taxes  are  determined 
and  pavable  on  the  basis  of  historical  earnings.  As  a  result, 
the  45'/(  effective  income  tax  rate  on  the  historical  cost 
basis  rises  to  52N  on  the  current  cost  basis. 

Five-year  selected  financial  data,  expressed  in  average 
1985  dollars  as  measured  by  the  Consumer  Price  Index 
(CPi-U)  in  accordance  with  FASB  Statement  No.  33,  plus 
restatement  ol  sales  using  the  Department  Stores  Inventory 
Price  Ifllfix  ( BPS)  published  by  the  U.S.  Department  ol 
Labor,  which  has  been  historically  lower  than  the  CPI-U. 
follows: 


Dollars  in  millions 

except  per  share  amounts  1985  1984  !9,x3  1982 


Average  CP I-U 
( IWi7  =  100  0.) 

323.2  512  0  299  3 

mm,  -,74  s 

C.T1-U 

3.6%  3  2v  5  2'. 

5  82  Id  12 

If!  .$ 

2.0%  10'.,  2  70 

2  82'.  4  72 

Net  sales 

CTI-I, 

$4,135  $4,113  $5  or, 9 

?o.5X4  S5.22I 

HI  .S 

4,135  4.0-19  3.786 

3.403  2.973 

Curtcm  cost  intonn.ilion 
Ad|iislcd  net  earnings 

122.5  Ill"  112  1 

76  2  7r,  6 

Per  eon  m ion  shaie 

2.85  2  66  2. 68 

1  86  1  6(1 

Stockholders’  equity 
at  year  end 

1,825  1.679  1  588 

i  .440  1.40X 

general  price  level 

speeihe  prises 

32.0  i8.0i  1 5 1  li 

57  h  X2  6 

Gain  from  decline  in 
purchasing  power  ol 
nel  amounts  owed 

19.4  25  1  214, 

:s„  11; 

Dividends  pan!  per 
common  share 

1.07  104  1.00 

1.00  103 

Market  price  per  common 
share  at  year  end 

35 D  262:  241, 

,977  15), 

All  per  share  data  re  fleets  the  2- for- 1  stock  split  on  Maich  20.  1986 


Quarterly  Financial  Information  ( Unaudited) 

Summarized  quarterly  financial  information  is  presented  on 
page  16. 


$65,013  $60,741)  $55,915 


19,153  15.954  14.403 
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Reports  of  Management  and  Accountants 


Allied  Stores  Corporation  and  Subsidiaries 


Management’s  Report 

The  financial  statements  of  Allied  Stores  Corporation  and 
•subsidiaries  have  been  prepared  by  management,  which 
has  primary  responsibility  for  their  integrity  and  objectivity. 
These  statements  have  been  prepared  in  conformity  with 
generally  accepted  accounting  principles,  applying  certain 
judgments  and  estimates  as  required.  The  financial  infor¬ 
mation  contained  elsewhere  in  this  report  is  consistent  with 
that  in  the  accompanying  financial  statements. 

The  Corporation  has  developed  and  maintains  a  system 
of  internal  accounting  controls,  including  an  extensive  in¬ 
ternal  audit  program,  which  is  designed  to  provide  reason¬ 
able  assurance  that  its  assets  are  protected  from  improper 
use  and  that  transactions  and  financial  information  are 
properly  recorded.  The  system  is  modified  in  response  to 
changing  business  conditions  and  operations  and  to  recom¬ 
mendations  made  by  a  trained  internal  audit  staff  and  by 
Touche  Ross  &  Co.,  independent  certified  public 
accountants. 

The  Corporation  has  adopted  a  Code  of  Ethical  Stan¬ 
dards  and  Business  Practices  which  is  intended  to  guide 
employees  in  the  observance  of  high  ethical  standards  and 
applicable  legal  requirements  in  the  conduct  of  the  busi¬ 
ness.  Compliance  with  the  code  is  reviewed  annually  and 
acknowledged  in  writing  by  all  executive  and  managerial 
employees. 

Touche  Ross  &  Co.  have  examined  the  accompanying 
consolidated  financial  statements  of  Allied  Stores  Corpora¬ 


tion  and  subsidiaries.  Their  report,  which  appears  on  this 
page,  indicates  that  their  examinations  were  made  in  ac¬ 
cordance  with  generally  accepted  auditing  standards.  These 
standards  included  a  review  of  the  Corporation's  system  of 
internal  accounting  control  as  an  integral  part  of  their  ex¬ 
aminations  of  the  financial  statements. 

The  Board  of  Directors  has  an  Audit  and  Finance  Com¬ 
mittee,  consisting  of  six  outside  directors.  The  duties  of  the 
Committee  include  keeping  informed  of  the  financial  condi¬ 
tion  of  the  Corporation  and  reviewing  its  financial  policies 
and  procedures,  its  internal  accounting  controls  and  the 
objectivity  of  its  financial  reporting.  Both  Touche  Ross  & 
Co.  and  the  internal  auditors  have  free  access  to  the  Audit 
and  Finance  Committee  and  meet  with  it  periodically,  with 
and  without  management  present. 
r — _ 

Thomas  M.  Macioce 

Chairman  of  the  Board  and  Chief  Executive  Officer 

Howard  E.  Hassler 

Executive  Vice  President,  Finance 

April  18,  1986 


Accountants’  Report 

Stockholders  and  Board  of  Directors 
Allied  Stores  Corporation,  New  York,  N.Y. 

We  have  examined  the  consolidated  balance  sheets  of 
Allied  Stores  Corporation  and  subsidiaries  as  of  February  1, 
1986  and  February  2,  1985  and  the  related  statements  of 
earnings  and  retained  earnings  and  changes  in  financial 
position  for  each  of  the  three  years  in  the  period  ended 
February  1,  1986.  Our  examinations  were  made  in  accord¬ 
ance  with  generally  accepted  auditing  standards  and,  ac¬ 
cordingly,  included  such  tests  of  the  accounting  records  and 
such  other  auditing  procedures  as  we  considered  necessary 
in  the  circumstances. 

In  our  opinion,  the  financial  statements  referred  to  above 
present  fairly  the  financial  position  of  Allied  Stores  Corpo¬ 
ration  and  subsidiaries  at  February  1.  1986  and  February  2, 
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1985,  and  the  results  of  their  operations  and  the  changes  in 
their  financial  position  for  each  of  the  three  years  in  the  peri¬ 
od  ended  February  1,  1986,  in  conformity  with  generally 
accepted  accounting  principles  applied  on  a  consistent  basis. 

Certified  Public  Accountants 

Touche  Ross  &  Co. 

1633  Broadway 
New  York,  N.Y. 

April  18,  1986 
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Condensed  Financial  Statements  cf  Credit  and  Real  Estate  Subsidiaries 

Dollars  in  thousands 

Allied  Stores  Credit  Corporation  and  Subsidiary  February  1, 1986  February  2.  m.5 

Accounts  purchased  from  Allied  Stores  Corporation 

Amounts  withheld  pending  collection  and  deferred  income 

Cash  and  prepaid  interest 

$163,008  ST33C74 

(18,222)  129,847) 

129  364 

Total  Assets 

$144,915  $203,791 

Notes  payable 

Accrued  taxes  and  interest 

Subordinated  long-term  debt 

Equity  and  advances  of  Allied  Stores  Corporation 

$  23,000  $  65.000 

286  1 .537 

—  10,000 

121,629  127.254 

Total  Liabilities  and  Equity 

$144,915  $203,791 

52  Weeks  Ended  53  Weeks  Ended 

February  1,  1986  February  2.  IONS 

Finance  charge  revenue 

$  9,991 

S  36.015 

Interest 

6,297 

22,308 

Income  taxes  and  other  expenses 

1,673 

6.139 

Total  expenses 

7,970 

28.447 

Net  Earnings 

$  2,021 

S  7.568 

Alstores  Realty  Corporation  and  Subsidiaries 

February  1,  1986 

February  2.  1685 

Property  and  equipment 

$406,754 

$398,028 

Cash  and  other  assets 

10,601 

11.482 

Total  Assets 

$417,355 

S409.510 

Accounts  payable  and  accrued  expenses 

$  41,805 

S  42.253 

Notes  and  bonds  payable 

199,156 

209,402 

Equity  and  advances  of  Allied  Stores  Corporation 

176,394 

157.855 

Total  Liabilities  and  Equity 

$417,355 

$409,510 

52  Weeks  Ended  53  Weeks  Ended 

February  1,  1986  February  2.  1985 

Rentals  ($59,032  ar 

id  557,845  fre 

>m  affiliates) 

and  other  income 

$123,188 

S  89.633 

Interest 

19,169 

21.558 

Depreciation 

19,878 

19.837 

Other  expenses 

10,140 

1 1 .422 

Income  taxes 

27,825 

16.725 

Total  expenses 

77,012 

69.542 

Net  Earnings 

$  46,176 

S  20,091 
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Allied  Stores  Corporation 


Department  Stores 

Primary 

Market  Area 

Number  of 

Stores 

Square 

Feet 

Division  Chief 

Executive  Officer 

MrteHfdi 

New  England 

18 

3.964.000 

Elliot  J.  Stone 

REAM'S 

Con  neeticut 

6 

865.000 

Saul  Zeidman 

STERNS 

New  Jersey  and  Lame  IslanJ. 

N.Y.  17 

2.846.000 

Lawrence  Stone 

POMEROY’S 

Eastern  Pcnnsy  1  vania 

8 

1.130.000 

Hugh  D.  McDonald 

POMEROYS 

Central  and  Western  Pennsyh 

/an  ill  7 

867.000 

Joseph  R.  Colarusso 

DEYS 

Syracuse.  N.Y. 

4 

621.000 

Edward  J.  Munley 

/1/taos  Brothers 

Florida  West  Coast 

21 

2.783.000 

Frank  W  Harvey 

Florida  Least  Coast 

16 

2.872.000 

William  D.  Frederick 

Virginia  and  North  Carolina 

21 

1 .882.000 

Robert  Rieland 

(Jlill m 

[eastern  Tennessee 

13 

1 .370.000 

Alvin  A.  Underwood 

cravstonn 

Nashville.  Tennessee 

4 

769.000 

Jack  N.  Curtis 

Donaldsons 

Minnesota 

15 

1.888.000 

Leonard  M.  Snyder 

\ 

U 

0 

J 

(D 

Indianapolis.  Indiana 

1 1 

1 .542.000 

R.  Lawrence  Montgomery 

Herpobhejmeds 

Western  Michigan 

A 

527.000 

Albert  J.  Flogge 

HEER’S 

Springfield.  Missouri 

2 

189.000 

Robert  W.  Stelzer 

JOSKE’S 

Texas 

27 

5.029.000 

Robert  L.  Mettler 

/HE  Mil 

Pacific  Northwest 

39 

4.538.000 

Wilbur  J.  Fix 

Specialty  Stores 

National 

43  in  U  S. 

7  in  Japan 

850.000 

Frank  T.  Reilly 

BONwrr 

TELLER 

National 

15 

1.052.000 

W’illiam  S.  Ruben 

AmiTayloi: 

National 

f3 

238,000 

Mark  Shulman 

GarfrddS 

Washington.  D.C. 

10 

920,000 

Robert  G.  Vandemark 

|A±JixYLri£^_ 

National 

158  Catherine's 
49  Plus-Size 

620.000 

Ralph  Levy.  Jr. 

Plymouth! 

New  York  City  and  Washingtc 

■n.  D.C.  49 

211.000 

Melvyn  R.  Kuritzky 

■ESfro 

Midwest  and  Southwest 

26 

112.000 

Lawrence  A.  Ginsburg 
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directors  and  ©Jf tiers 


Allied  Stores  Corporation  and  Subsidiaries 


Directors 


Officers 


Frank  A.  Bennack,  Jr. 134 

President  and  Chief  Executive  Officer 
of  The  Hears t  Corporation 

Lillian  Berkman2  3 

President  and  Chief  Executive  Officer 
of  General  Alarm  Corporation 

Milton  R  Brown1 2  4 

Lincoln  Filene  Professor  of  Retailing 

Harvard  Graduate  School  of  Business  Administration 

John  T.  Cullen 

Vice  Chairman  of  the  Board 
and  Chief  Merchandising  Officer 
of  the  Corporation 

John  P.  Diesel1 2 

President  and  Chief  Operating  Officer 
ofTenneco  Inc. 

Donald  F.  Dunn 

Senior  Vice  President  of  the  Corporation 

Leonard  H.  Goldenson2  3 

Chairman  of  the  Executive  Committee 
of  Capital  Cities/ABC.  Inc. 

Howard  E.  Hassler 

Executive  Vice  President  of  the  Corporation 

George  C.  Kern,  Jr. u-4 

Attorney,  partner  in  the  firm  of  Sullivan  &  Cromwell 

Thomas  M.  Macioce1-4 

Chairman  of  the  Board  and  Chief  Executive  Officer 
of  the  Corporation 

William  A.  Marquard3 

Chairman  of  the  Executive  Committee 
of  American  Standard,  Inc. 

Frank  T.  Reilly 

Senior  Vice  President  of  the  Corporation 

Theodore  C.  Rogers2 

Chairman  of  the  Board  and  Chief  Executive  Officer 
ofNL  Industries,  Inc. 

Franklin  A.  Thomas1-2-3  4 

President  of  the  Ford  Foundation 


Chairman  of  the  Board 

and  Chief  Executive  Officer 

Thomas  M.  Macioce 

Vice  Chairman  of  the  Board 

and  Chief  Merchandising  Officer 

John  T.  Cullen 

President 

and  Chief  Operating  Officer 
James  A.  Walsh 
Executive  Vice  President 
Howard  E.  Hassler 
Finance 

Senior  Vice  Presidents 
Frank  R.  D'Elia 

Secretary  and  Corporate  Attorney 

Donald  F.  Dunn 

Executive  Group  Manager 

Benjamin  Frank 

Legal  and  Governmental  Affairs 

Frank  W.  Harvey 

Executive  Group  Manager 
and  President  of  Maas  Brothers 

Joseph  M.  Lesser 

Executive  Group  Manager 

Frank  T.  Reilly 

President  of  Brooks  Brothers 

Alfred  J.  Schwarz 

Personnel  and  t.u<.  e  Development 

Vice  Presidents 
Joseph  J.  Calandro,  Jr. 

Taxes 

WilburJ.  Fix 

President  of  The  Bon 

Frank  S.  Fuino,  Jr. 

Treasurer 


Orren  F.  Knauer 

Investor  Relations 

Robert  L.  Mettler 

President  of  Joske's 

John  R  Murphy 

Financial  and  Security  Audit 

Ralph  Nofi 

President  of  Allied  Stores 
Marketing  Corporation 

William  S.  Ruben 

Executive  Group  Manager 
and  President  of  Bonwit  Teller 

Ruben  L.  Slape 

Credit 

Leonard  M.  Snyder 

Executive  Group  Manager 
and  President  of  Donaldson s 

William  J.  Stapleton 

EDP  and  Management 

Elliot  J.  Stone 

President  of  Jordan  Marsh.  Boston 

Lawrence  Stone 

President  of  Stern’s 

Robert  Tanner 

Construction  and  Store  Planning 

Frank  J.  Zamboni 

Real  Estate 

Controller 
Robert  J.  Strechay 
Assistant  Vice  Presidents 
JoAnn  Abma 
Phillip  Silverman 
Assistant  Treasurer 
Lawrence  Saunders 


James  A.  Walsh 

President  and  Chief  Operating  Officer 
of  the  Corporation 


Charles  B.  James,  II 

Executive  Group  Manager 

Executive  Offices 


1 Member  of  Executive  Committee — Thomas  M.  Macioce,  Chairman 

2Memher  of  Audit  and  Finance  Committee — Milton  P.  Brown.  Chairman 

3  Member  of  Compensation  Committee — Lillian  Berkman.  Chairwoman 

^Member  of  Nominating  Committee— Franklin  A.  Thomas.  Chairman 


Allied  Stores  Corporation 
1 1 14  Avenue  of  the  Americas 
New  York.  N.Y.  10036 
Telephone  (212)  764-2000 
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general  Stockholder  information 


'  -Annual  Meeting 

'The  Annual  Meeting  of  Stockholders  will  be  held  at 
-  1 1  a.  m.  on  Tuesday,  June  17,  1986,  in  the  Starlight  Roof  of 
the  Waldorf-Astoria,  Park  Avenue  between  49th  and  50th 
Streets,  New  York  City.  All  stockholders  are  invited  to 
attend. 

'  Dividend  Reinvestment  Plan 

Allied  common  stockholders  may  elect  to  have  dividends 
automatically  reinvested  in  additional  shares  of  Allied. 
They  may  also  purchase  shares  by  making  cash  payments 
from  $25  to  $30,000  in  any  one  calendar  year.  There  is  no 
commission  or  charge  for  these  services.  Participation  is 
voluntary  and  may  be  terminated  at  any  time. 

Requests  for  additional  information  about  this  plan,  or 
any  questions  about  stockholdings  or  dividends,  should  be 
directed  to  The  Bank  of  New  York,  Stock  Transfer  Depart¬ 
ment,  90  Washington  Street,  New  York,  N.  Y.  10015,  or 
to  Allied  Stores  Corporation,  Investor  Relations  Depart¬ 
ment.  Should  you  wish  to  communicate  with  The  Bank  of 
New_York  by  telephone,  you  may  do  so  by  calling 
'(212)530-8055.  ^  :  ’ 

Dividend  Payment  Dates 

Dividends  on  common  shares  are  paid  quarterly  on  or 
about  the  20th  of  January,  April,  July  and  October  to  stock¬ 
holders  of  record  on  or  about  the  20th  of  the  prior  month. 

Form  IQ-K 

Upon  request  to  Allied  Stores  Corporation,  Investor  Rela¬ 
tions  Department,  stockholders  may  obtain,  without 
charge,  a  copy  of  the  Corporation's  Annual  Report  on  - 
Form  10-K  as-filed  with  the  Securities  and  Exchange 
Commission. 


Allied  Stores  Corp$mtii}n,&fid  Subsidiaries 


Independent  Accountants 

Touche  Ross  &  Co. 

New  York,  N.Y. 

General  Counsel 

Sullivan  &  Cromwell 
New  York,  N.Y 

-Fiscal  Agents  yyzn 

Common  Stock 

Registrar,  Transfer  &  Dividend  Paying  Agent: 
The  Bank  of  New  York 
Stock  Transfer  Department 
90  Washington  Street 
■  New-YorkrN.Yr  10015 
Telephone  (212)  530-8055 

10J/s%  Notes  ■  ,  . 

Trustee  &  Paying  Agent: 

Bankers  Trust  Company 
Corporate  Trust  and  Agency  Group 
4  Albany  Street 
New  York,  N.Y  10015 
Telephone  (212)  618-2407 

4'/:%  Convertible  Debentures, 

SJA9c ■  Convertible  Debentures  and',. 

9'/:%  Convertible  Debentures 
Trustee,  Paying  &  Conversion  Agent: 

The  Chase  Manhattan  Bank,  N.A. 

Corporate  Trust  Division 
I  New  York  Plaza 
New  York.  N.Y.  10081 
Telephone  (212)  676-2269 

67c  Notes 

Trustee  &  Paying  Agent: 

Manufacturers  Hanover  Trust  Company 

Corporate  Trust  Department _ _ 

600  Fifth  Avenue  y 

New  York,  N.Y.  10020 

Telephone  (212)  957-1143.--.  ^  -  • 


Design:  The  Graphic  Expression  Inc.,  New  York 
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